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(HE CUTLOCE FOE THR KEG DEAZILIAN COVERMMNT

BEC BARIEFINC

e military cusior ssd dramaiic suicide om ¥4 augwsi of
srazil's President Gatialic Vargas clissxed ihres nad hali yzare
of siendily deieriorailing sseaomic and political conditions i=
graxil. ‘ihe demugpoOpic taciics of VArges simself ware 3 major
cause of this deierisraiion. (Sec Apponmdix: ihe Problews ioit
by Vargas)

the mew cabipui of Preside=si Jeap Café Filho is competent
and sxperiesced. It is basically uea-politiiesl, consarvaLive
apd pro-0%. However, At is% Isced witk & sumer of criticoal
probloms .

The country i6 sufferisg irom severes aad iscreasing .infla-
tion amd from & Iorsigas exchange orisis. Ferthermore, ihers ¥iil
be sational amd staie electicns om 3 Octeber. Bg pariy aow has
s majority im ths comgrems and President (si¢’s pariy is a podr
fourta.

Vigorous leit-wing siiacks on the Dew governmest bave alrsady
commenced, based op vargas' iarewell leiter. This ledter siroagly
implisd tbat American {isancisl 1nieresis Were Smong the “valiures”
preying on Brazilian workers and seekimg 10 ocust Vargas as ibe
working san's protecior.

ihe Communistis plas & series oi sirikes, reperiedly to begin
an 2 Beptember in key indusirial centers. ihey srve calliag fox
a prige ireeme aad {urtber iantlaiiomiry wage increoases, ia mdoi-
tion, they are reporied plamaing to base 211 fulure propaghraca

on ihe assertion thai Vargas' ouster was “as Aserican coup dletat.”
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The (ommunisi Party has slresdy isspired riois againsi amsr.can
diplemstic isstallations and buRiness property.

the Lakor Pariy, creaied by VArgas, has slise denvunced the
sew government. (1 costrols nearly & Iiith ef the seats in
congress. The Labor Party and already been campaigning for ihe
seiober clections 6a the ctheme that foreign eapiial, asd aol
Erazil's intermal difiicuities, is respoasible for the gouniry's
economic 1lis.

There bave alsc been attaeks o8 the Caié Filhe adminisiration
fyom more comScrvative guarters. ¥argas' f{ormerly powerful war
minister, Genersl Fonoblo ds Cosia, implied in a radio address on
27 Augest that the nev goversment is wsconsiitutional and thati
caff Pilho acted ismerslily im facilitatimg the remowal ©f Vargas.

jhere are, howover, several sajer stabilizisg forces, which
poem cepabls of comctrolliag the sitsatios at leoaes for ihe presant.
vhene imclude iboe pew air misisier, General ¥dusrdo Gomes,iho siso
hesds the country's second largest party. Also crueial is the
conservative army leacerskip whichk has alraady started purging
pro-Comsunist oificers. Lastly, there is Presidest Café Filho,
himsclf, whe Bas,throughout his loag pelitical career, calilvated

a repuiation as a iriemd of the vorkiag san.
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Appeadiz -~ The Probleme Leit by Varges

.

ibe Erazilias economy, though basically workable, has

zuifered from grovwikg PRins ior sOme tims.

A. These paine have boen sggravated sisce 1551 wnder ihe
VYargss povernkent which eacouvraged sa atmosphere o
sdnidisirative confusion and political dickerisg on
economic problems .

#. ‘the periosically desperate Ioreign oxchange <rises
bave resulted in part irom over-griced sxporits mad
from the aeesd (o spead over a guarter of 2 billicon
annually for eil} imports.

1. Exmploraiiuns made earlier by Stamiaré 4Ll im-
diceied Lthat Brasil has ismense oil reserves.
HBowever, Brazil itself is incapable of develeping
Lhew .

2. Usder Yargas, a goversseat oll-producing sonopoly,
Peilrobras, was sel up 1o “proteey” the commiry
fros the “ravages’ of foreige oll companies.

¢. During the SPring and summer of 1854, sagging coffee
sales al=o caused 3 foreigm sxchaage corisis. Cefiss
RecountEs for up 1O three querters of Brasil's foreigs
sxchange .,

1. tCoffes sales bad ssgred mot enly beeawss of
seasonal factors but bechause Brazil imsisted on

moxisen priceas. in June s f[loor of 87 canis a2
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pound was establisbed tor coifee exporis, causiag
& turiher slump in sales, This fleor was es-
iablished ia ihe name of protecting Braxil f{rom
forsigh preS8uUras.

A4 govermment subsidy, decpamd on i4 Augusi,

has ossod the slituation sompebal.

the cofies erisis, bowever, wirtually wiped oul
thhe zains made earlier is the year thyough good

coffon income aad styict impor: ceatrels.

Giuer potestially imporiaut sSOurces oi 1oTaign ex-~

change have been blecked by bBigh production costis

which price the producis out of the sarketi.

i.

Irom ore is 2 primary example. 1ihe curreat
firaziiian price is roughly thres limex that being
offersé for ore in the Umited States. It is buimg

mei chieily by Seviet orbit buyers.

intlaticn was alse severs under Vargas,

1.

This sitesation ferced feriber ianflationary
moves by Vargas lacluding & new minimum Wage
isw, aimost deubling ihe previous misimam. The

isw was upbeld by tbe Supreme Court om U July.

Yargas' political methods were deusigmed 10 Oremia political

confusion and (o perpetusie ike myth of the “iadispensible

man ang “greai husapiisrias.”
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Bis divide-and-rule tacilcs fmeilitated grafi ang
corrupiion and led his uoderliags 1o irresponsible
hebavicor calminating ia ithe aumerons “gsoandals” thet
markod his rogime.

He virtually immobilized his eabinei and the ¢ivil seyvide

in nydsr te preveni leadership compeutitive with his.

By playing bota ends sgainsi ihe middle, he was able

to manipoiate, im cne way or amother, almost all vi ithe
pelitical parties, iscludisg those whose leaders oppossd

nim., 18 this way, bo belped deter ihe developmeai of

statesmanlike garty leaders wheo could bave fousad solutives

to some of trazil's problews.

Se not culy iolersied Commupist infiliyation of the

foreign ministry and the laber miaistry tut broughi

in as his labor miaister the Communisi-oriemied Labor

Party chici, Jomo Genlars.

i. Goulart attempied, probably with Vargas' concurreace,
te build the Laber Pariy imic a stirosg govermmcnt
anchine through sirikimg deals with ibe anions ﬁf.
the cutlaved Cosmunist Pariy.

gader these circumsiances the Commuaist Pariy, though Ccui—

jawed Singe 1947 comtinuwed to grow--goubliag itseli duviag

the pasi 18 months to iis preseat strangib efsbout 116,000,

It is ibe largest and wealihisst Coammumist pariy in

Letin Americs.
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